Manufacturing Cost Summary

Processing Costs

The Department annually reviews the cost of manufacturing milk into butter, nonfat dry milk
and Cheddar cheese with other factors. These costs are used in establishing the make
allowances for the three commodities listed above. The table below shows the weighted
average manufacturing costs per pound for butter (salted and unsalted), non-fat dry milk and
Cheddar cheese. Costs included in this summary are packaging, processing labor, processing
non-labor, general and administrative, return on investment and, for butter and Cheddar cheese
miscellaneous ingredients. The number to the right of the cost figures indicates the number of
plants included in each weighted average. Tables 28 through 33 show both the quantity-
weighted average processing costs as well as the theoretical processing costs for each
commodity. Tables 28, 30 and 32 combine the three plants with the lowest cost in group one;
group two has the three/four plants with the next lowest costs. Tables 29, 31 and 33 display
the ranked costs in each category. Thus, the first row lists the costs for the plant with the
lowest packaging costs, the cost for the plant with the lowest processing labor cost, etc. No
one row has all its costs from one plant. As a result, the total costs from the first row is less
than the cost of the most efficient plant, and the total costs from the last row is more than
the cost of the least efficient plant.

,

Exhibit Date Butter 1/ # of Butter Nonfat # of NFDM Cheddar # of Cheddar
Plants Powder Plants Cheese Cheese
Plants
May 1989 $0.0879 11 $0.1370 11 $0.2251 9
June 1990 $0.0888 11 $0.1398 11 $0.2324 9
May 1991 $0.0883 10 $0.1438 11 $0.2192 9
July 1992 $0.0969 12 $0.1443 12 $0.2010 9
August 1993 $0.0936 12 $0.1430 11 $0.1868 10
September 1994 $0.0895 11 $0.1341 11 $0.1889 8
April 1995 $0.0889 9 $0.1327 9 $0.1862 8
November 1995 $0.0928 9 $0.1328 9 $0.1981 8
December 1996 $0.0970 9 $0.1333 9 $0.1898 2/ 8
July 1997 $0.0958 8 $0.1327 9 $0.1840 9

1/ All butter costs, prior to November 1995, have been increased by $0.0027 per pound which is the weighted average cost
of miscellaneous ingredients for November 1995.

2/ This and successive figures include costs associated with bulk cheddar plants, although packaging labor and packaging
expenses reflect costs from the 40-Ib. block plants.

Hauling Rates

The Department collects and compiles annual ranch to plant and plant to plant hauling rate
surveys with other factors. These figures are used in establishing transportation allowances
and credits for use in the milk pooling system. The hauling rates are reported by the
appropriate geographical locations. Tables 34 and 35 display respectively the hauling rates for
both ranch to plant and plant to plant hauls with comparisons for 1993 through 1998.
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Comparison: July 1993 to January 1998

Table 33. Hauling Rates

Ranch to Plant

RAW MILK RAW MILK

SOURCE NOV JAN AVERAGE RATES ($/CWT)

DESTINATION 1995 1998 JuLy FEB. AUGUST NOV MAY JuLy JAN

(LBS) (LBS) 1993 1994 1994 1995 1996 1997 1998

DEL NORTE-HUMBOLDT

[LOCAL 17,164,468 | 12,290,992] 0.237] 0.228] 0.217] 0.228] 0.219] 0.219] 0.223
GLENN, BUTTE, TEHAMA & LASSEN

REDDING 2,793,597 0.489 0.524 0.560 0.514 0.504 — —

SACRAMENTO 102,717 2,702,576 — 0.565 0.548 0.560 0.558 0.552 0.562

NORTHERN SAN JOAQUIN VALLEY 2,227,878 —_ - 0.711 0.581 0.560 0582 — —

NORTH BAY — — - 0.619 0.701 — — — -

HUMBOLDT — — — 1137 — — - —
GLENN

[LOCAL 18,058,200 [ 17,230,965] 0.366 | 0.373] 0.370] 0.339] 0.351] 0.342] 0.342
SUTTER

[NORTHERN SAN JOAQUIN VALLEY | 1,364,679] | 1124,828] — [ — [ - I 0.528 ] 0.531] 0.529] 0543
SACRAMENTO

{LOCAL [ 55,320,089][ 48,192,771] 0.324] 0.319] 0.319] 0.319] 0.322] 0.282] 0.284

[NORTHERN SAN JOAQUIN VALLEY|  — {1 22,886,748] —- — [ | - | 0.362] 0.283 | 0.258
NORTHERN SAN JOAQUIN VALLEY

LOCAL 482,684,408 | 490,982,272 0.230 0,232 0.234 0.227 0.227 0.227 0.231

BAY AREA 48,174,457 65,054,367 0.443 0.447 0.449 0.434 0.433 0.438 0.433

SOUTH BAY 16,322,218 15,208,298 0.479 0.456 0.441 0.416 0.416 0.440 0.436

NORTH BAY - 0.518 — — — —

GLENN 1,218,014 — 0.646 0.635 0.726 0.726 0.655 — —

HUMBOLDT - - — - 1669 -—— - —_ —

SOUTHERN SAN JOAQUIN VALLEY — — 0497 - — - -
SOUTHERN SAN JOAQUIN VALLEY

LOCAL 709,663,015] | 833,724,746 0.212 0.216 0.208 0.208 0.211 0.216 0.216

NORTHERN SAN JOAQUIN VALLEY 4,301,796 51,808,317 0.510 0520 -— 0.321 0.343 0.331 0.313

LOS ANGELES from TULARE CO. 15,833,133 34,898,915 0.797 0.801 0.791 0.838 0.836 0.832 0.813

LOS ANGELES from KERN CO. 8,070,103 14,458,621 0.596 0.602 0.607 0.649 0.649 0.690 0.671
NORTH BAY

LOCAL 28,925,458 33,215,400 0.325 0.337 0.305 0.333] 0.342 0.268 0.382

BAY AREA 37,723,586 38,588,862 0.399 0.397 0.408 0.403 0.404 0.308 0.384

NORTHERN SAN JOAQUIN VALLEY — 2,227,981 — — 0.508 0.505 0.547
SOUTH BAY

LOCAL 7,278,053 8,249,377 0.439] 0.380] 0.380] 0.396 ] 0.400] 0.411] 0.411
SAN LUIS OBISPO & SANTA BARBARA

BAY AREA p— 0.879 0.938] -— [ e — - —

SOUTH BAY 1,781,373 ] 199,105 1,308 1.380 | 1.003] 1.061 1.032 1.262 1.352

LOS ANGELES 1,004,787 0.490 0.580 0.58C
BARSTOW

[CORONA & SAN BERNARDINO 9,500,365] |  11,264,710] 0.622] 0.533] 0.531] 0.474] 0.473] 0.474] 0.472

[LOS ANGELES 2,127,430 | 5,712,404 | 0.600] 0.556 | 0.540 | ! | l
CHINO & CORONA

LOCAL 75,530,664 81,935,567 | 0.330] 0.273] 0.244] 0.240] 0.226] 0.229] 0.23¢

LOS ANGELES 242,110,995[] 230,576,794 0.378] 0.334] 0.324] 0.317| 0.316] 0.318] 0.31¢
SAN JACINTO

[CORONA & SAN BERNARDINO 11,507,750 7,936,608 0.445 0.340] 0.313 0.312 0.311 0.294 0.292

SAN DIEGO 8,536,518 5,585,007 0.432 0.385] 0.377 0.397 0.392

LOS ANGELES 24,994,315 23,516,761 0478 0.382] 0.369 0.407 0.398 0.416 0.41¢
SAN DIEGO

[COCAL 10,284,515]] 10,333,607 0.327] 0.328] 0.329] 0.324] 0.332 0.330 0.32¢

TOTAL LBS. HAULED

1,843,608,794

2,071,001,476
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Table 34.
Plant to Plant

JULY

Hauling Rates

Comparison: July 1993 to January 1998

FEB. AUG. NOV. MAY NOV. JULY JAN
FROM TO 1993 1994 1994 1995 1996 1996 1997 1998
SOUTHERN SACRAMENTO VALLEY TO NORTHERN SACRAMENTO VALLEY
[ A0 [ A00 — ] 0.859 0.826 | 0.774] 0.882] — — — ]
NORTHERN SAN JOAQUIN VALLEY AREA
A1 A2 0.275 0.277 0.282 0.287 0.310 0.293[ ** 0.308] * 0.313
B-1 B-2 0.312 0.294 0.223 0.356| — — - 7 0.247
C1 C-2 0.322 0.300 0.300 1.426 1.500 1.340] * 0717 = 0.905
D-1 D-2 — — — - — — — —
E-1 E-2 0.450 0.450 0.450 0.450 0.450 0.450 0450 = 0.416
F-1 F-2 0634 — - — — - — —
G-1 G-2 — 0.116 0.120 0.210 0.210 0.210 0.210 0.210
H-1 H-2 — — — — — 0.555] * 0.547| * 0.545
NORTHERN SAN JOAQUIN VALLEY TO BAY AREA
A-3 A4 0.453 0.453 0.453 0.453 0.468 0.461 0.461 0.461
B-3 B4 0.520 0.520 0.520 0.520 0.520 0.520 0.520 0.520
C-3 cC4a 0693 — — — — — — —
D-3 D4 0.768 0.763 0.823 0.643 0.717 0645 ™ 0632 * 0.669
E-3 E-4 — — 0.400 0.761 0.662 0.832] * 0526 * 0.599
F-3 F4 — — — 0.559 0.732 0555 — —
NORTH BAY AREA
A5 A6 0.150 0.153 0.150 0.150 0.150 0.160 0.160 0.160
B-5 B-6 0.300| — — — — = - —
NORTH BAY TO BAY AREA
A7 A8 0.367 0.381] — [ — — — =
B-7 B-8 0.520 0.520 0.520 0.520 0520 - — —
C-7 C-8 0.550 0.550 0.550| — = = — —
D-7 D-8 — 0.597 0605 -— — — — -
E-7 E-8 0.712 0.694 0.708| — 0.559| — — —
F-7 F-8 0.590 0.789] — — — — — —
G-7 G-8 0.684 0.809 0638 -— — — — —
BAY AREA TO NORTHERN SAN JOAQUIN VALLEY
[ A9 A-10 0.313 0.345 0.350] -- — - — —
B-9 B-10 0.385 0.404 0.390 0.386 0.372 0.362| * 0.413] * 0.385
c-9 C-10 — — — — 0.325 0.291] * 0.363 * 0339
SOUTHERN SAN JOAQUIN VALLEY TO LOS ANGELES AREA
A-11 A-12 0.733 0.740 0.740 0.760 0.802 0.796 0.789 0.789
B-11 B-12 0.763 0.783 0.783 0.803 0.846 0.832 0.822 0.825
C-11 C-12 0.786 0.786 0.806 0.806 0.848 0.835 0.825 0.827
D-11 D-12 0.773 0.828 0.828 0.813 0.843 0.849 0.828 0.850
E-11 E-12 — — — 0.840 0.840| -
LOS ANGELES AREA
A-13 A-14 0.136] - — - — — —
B-13 B-14 0.245 0.256 0.308 0.304 0.290 0.270| * 0.307] * 0.346
C-13 C-14 0.133] - — — — — — —
D-13 D-14 0.264 0.264| — 0.268 0.273 0262] * 0.266] -
E-13 E-14 0.361 0.365] ** 0.338] * 0.241
F-13 F-14 0.251 0.283 0.258 0.263 0.246 0.249| - 0227
G-13 G-14 0253 - — = — - — —
H-13 H-14 — 0.291 0.283| - — — =
I-13 I-14 0.366 0.326 0.300 0465 — - — —
J-13 J-14 0.324 0.375 0.368 0.273 0.268 0.311] ** 0.284] * 0.359
K-13 K-14 - 0.485 0625 * 0.569] —
L-13 L-14 0.446 0.589 0514 — — — —
M-13 M-14 — — — 0248 —

**Hauling rates based on cost per load times number of loads per month divided by total Ibs.
(Cost per load x Number of loads per month)/Total Pounds
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